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SUI.IMARY 

The  demand  for  farm  products  in  1948  is  expected  to  continue  generally  strong. 
Prices  of  farm  products  and  income  from  farming,  although  increasingly  subject  to 
fluctuations  arising  principally  from  uncertainties  in  the  foreign  situation,  may 
average  as  high  as  the  record  levels  of  this  year. 

Basic  demand  factors  in  the  domestic  economy,  which  were  important  in  main- 
taining -Uie  extraordinary  high  level  of  output  and  employment  in  1947,  are  likely 
to  remain  strong  during  most  or  all  of  1948.    A  combination  of  large  outlays  for 
plant  and  equipment,  some  increase  in  new  construction,  and  continuing  large 
Government  expenditures  are  expected  to  support  a  high  level  of  employment  and 
domestic  spending. 

On  the  foreign  side,  total  expenditures  on  American  goods  abroad  will  probably 
drop  below  the  phenomenal  level  of  1947,  but  with  large  food  imports  still  vital  to 
tlie  economic  reconstruction  of  many  countries,  the  necessity  of  exporting  a  consider- 
able proportion  of  total  U,  S.  food  production,  particularly  the  grains,  will  continue. 
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BCONanC  TRENDS  AFFECTING  AGRICULTURE 


s    Unit  or    ;         1946        s   1947   

Item  ^     _   ;base  period;  Year  s  July  t  May    ;  June  s  July  s  Auga  . 

Industrial  Pro<5r{rHibn"T/^  nT35-39=100s  ' 

Total   •         "         .      170  172        185  184       177  182 

All  manufactures   :         "         :      177  177       191  191       184  188 

Durable  goods                                    "         .      192  202       218  218       208  211 

Nondurable  goods                               "         ,      165  157       170  168        164  169 

Minerals..  "         °      134  146        152  148       141  150 

Construction  activity  1/  '1935-39=100* 

Contracts,  total  .°         "         '      263  287       221  237  270 

Contracts,  residential  o'         "         «      343  395       270  284  333 

Wholesale  prices  2/  i  1926=100  s 

All  commodities  s         "         :      121  125       147  148       151  154 

'  All  com,  except  farm  and  food..         "         .      IJO  UO       132  132       133  136 

Farm  products  '         "         '      149  157       176  178        181  182 

Fbod  «                   '      131  140       160  162       167  172 

Prices  received  and  paid  by         «  • 

farmers  3/                         s 1910-14=100.  ^  ^ 

Prices  reoeivs'd,  all  produots./        "         ,      233  244       272  271       276  276 

Prices  paid,  int  .  and  taxes..'         "         '      194  198       229  231       231  235 

Parity  ratio  -         "         •      120  123       119  117       119  117 

Consumers*  price    5/    6/  sl936-39zlOOs 

Total   s         "         i      139  141       156  157  158 

Food..  s         »•         ;      160  166        188  190  193 

Nonfood...  s         "         s      128  128       138  138  139 

Income  .  « 

Nonagri cultural  payments  4/o ... '  Bilo  dol.  I  157o9  157c5    165o2  171o9  173^0 

Income  of  industrial  -wo rkerT  3/. '1935- 39s  100*      270  273       313  318  312 

Factory  payrolls  5/.  T..!         "         s      284  284       332  340  334 

Weekly  earnings  or  factory  t  s 

workers  5/  s  r 

All  manufacturthg.  Dollars      .  43„73  43o38    48^46  49o37  49.25 

Durable  goods.?..,  '         "         °  46o48  46o24    51o72  52o95  62<,41 

Nondurable  goods  "         s  4x^01  40.46    44o95  46,47  45p89 

Bnployment               ,                      s  s   

Total  civilian  7/...,,  „  Millions  ^    55^  57 08      58<,5  BO.,1      6O0I  59< 

NonagriculturWL  7/  ....'         *         '    46o9  47 o9      49 o5  49o7      50oO  50, 

Agricultural  7/. ............  s         •*         s      8.3  9o9       9oO  10o4      10.1  9o 

Govto  finance  (Federal)  8/  :  Mil  a  dol »  s 

Receipts^  net                           s         "         s  3,467  g„539    2^,865  5,473    2,397  2,536 

E&cpenditures                                      "         .  3,676  3,644    3,851  5,540    3,669  3,060 

t    ■  g  . 

Annual  data  for  the  years  1929-46  appear  on  page  11  of  the  April  1947  issue  of  the 
Demand  and  Price  Situation. 

Source:  l/  Federal  Reserve  Board,  converted  to  1935-39  base,  2/  Uo  So  Department  of 
Labor,  BLS.  3/ Uo  So  Depairtment  of  Agriculture,  BAB.  To  convert  prices  received  and 
prices  paid,  interest  and  taxes  to  the  1935-39  base,  multiply  by  o93110  and  o78125 
respectivelyo  i/  U«  So  Department  of  Commerce  revised  figures  aaploying  new  concepts 
seasonally  adjusted  at  annual  rate*  Uo  So  Department  of  Labor s»  BLS.  6/  Consximers 
price  index  for  moderate-income  families  in  large  citieso    j/  Uo  So  Department  of 

Commerce,  Bureau  of  Census©    8/  Uo  So  Department  of  Treasury »    Data  for  1946  are  on 
average  monthly  basis. 
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Uncertainty  about  the  course  of  prices  of  farm  products  is  greater  for  the 
second  half  of  1948  than  the  first  half,  as  prices  later  in  the  year  v^ill  be  af- 
fected by  the  size  and  condition  of  the  1948  crops  both  here  and  abroad  and  by  the 
availability  of  funds  to  provide  for  foreign  needs. 

Although  the  average  of  prices  received  by  farmers  in  1948  may  be  close  to 
that  of  1947,  a  considerable  degree  of  fluctuation  is  likely  and  there  will  be 
important  differences  among  the  several  major  commodities.    Prices  of  food  grains, 
feeds  and  livestock  products  are  likely  to  show  the  greatest  strength  in  1948. 
Prices  of  dried  fruits  and  citrus  fruits  are  expected  to  be  relatively  less 
favorable  than  in  years  prior  to  1947  since  supplies  have  increased  while  export 
demand  has  dropped.    Prices  of  cotton  and  tobacco  Virill  be  affected  by  policies 
adopted  by  foreign  countries  in  using  their  exchange  for  buying  these  products. 

Quantities  of  farm  products  marketed  are  likely  to  be  less  in  1948  than  in 
1947,  although  the  drop  may  be  small  if  the  1948  crops  of  both  wheat  and  feed 
grains  are  large.    A  considerable  part  of  the  reduction  probably  will  be  in  live- 
stock and  livestock  products.    Fewer  beef  cattle  Will  be  marketed  because  herds 
have  been  gradually  reduced  over  several  years.    Also,  production  of  livestock  and 
livestock  products  generally,  and  of  hogs  and  grain-fed  cattle  particularly,  is 
expected  to  decline  as  a  result  of  the  smaller  corn  crop  of  1947, 

The  possibility  that  more  inflationary  pressure  may  develop  in  1948  must  be 
"recognized.    The  output  of  goods  is  still  far  short  of  meeting  deferred  demands. 
\k  large  accumulation  of  purchasing  power  remains  to  be  spent  and  further  credit 
expansion  is  possible.,  Y^ith  prices  continuing  to  rise  and  speculation  increasing, 
the  economy  is  likely  to  become  more  sensitive  to  shocks  from  various  sources 
such  as  shortages  in  basic  materials,  work  stoppages,  shifts  in  consumers'  spend- 
ing, sudden  changes  in  the  foreign  balance,  and  international  uncertainties.  Such 
I  conditions  would  contribute  to  an  inflationary  psychology  which  might  result  in  a 
'  further  price  boom  to  be  followed  by  a  reaction. 

(For  Release  October  22,  a.m.) 
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BACKGROUND  OF  THE  PRESENT  SITUATION 

1946  and  1947 

Domestic  Demand  for  Farm  Products 

Domestic  demand  for  farm  products  in  1946  and  1947  has  been  greater  than  ever 
oefore.     The  United  States,  still  in  a  postwar  boom,  is  having  in  1947  the  largest 
employment,  output  of  civilian  goods  and  total  income  in  its  history  (see  table  l). 

Employment 

Throughout  1946  and  1947,  the  United  States  has  been  close  to  full  employment c 
In  August  1946,  57o7  million  persons  iwere  employed  out  of  a  civilian  labor  force  of 
J9.8  million,  with  unemployment  only  2,1  million.     In  August  of  this  year,  59.9 
aillion  were  employed  out  of  a  civilian  labor  force  of  5S.0  million,  with  unemploy- 
lent  still  at  2,1  million.    The  economy  absorbed  all  the  workers  added  to  the  labor 
force  during  the  year,  most  of  whom  were  World  Vvar  II  veterans  who  returned  to 
civilian  lifeo 

Of  the  57.7  million  persons  employed  in  August  1946,  48c6  million  were  in 
n onagri  cultural  occupations  and  9.1  million  were  in  agriculture.    On  August  1947, 
both  had  risen;  nonagri cultural  employment  totaled  50 o4  million,  and  agricultural 
employment  9.5  million.'    Compared  with  August  1940,  however,  nonagri  cultural  employ- 
ment has  expanded  nearly  one- third,  but  agricultural  employment  has  contracted 
slightly. 

Industrial  Production 

Industrial  production  fell  sharply  after  the  end  of  the  war  because  of  con- 
traction in  the  war  industries,  dropping  from  a  peak  of  235  (1935-39  -  100)  in 
March  1945  to  152  in  February  1946.     From  that  point  it  rose  fairly  steadily, 
averaging  170  for  1946  and  reaching  a  peak  of  190  in  March  of  1947c    It  then 
declined  until  July  when  the  index  reached  177 ^  but  recovered  to  182  in  August. 
For  the  first  6  months  of  1947,  the  index  averaged  187,  about  15  percent  above 
the  same  period  in  1946. 

The  postwar  expansion  in  industrial  production  was  most  pronounced  for  durable 
.^oods.     The  index  of  production  of  these  goods  rose  from  a  Februaiy  1946  Iot/  of  138 
to  a  peak  of  225  in  March  of  1947.     The  subsequent  decline  brought  the  index  to 
lOS  in  July  but  it  recovered  to  211  in  August.    For  the  first  6  months  of  1947,  the 
index  averaged  219,  about  23  percent  above  the  first  6  months  of  1946. 

The  decline  from  March  to  July  is  very  largely  attributable  to  work  stoppages 
and  shortages  of  materials.    In  April,  the  communication  equipment  industries  were 
aeld  up  by  work  stoppages,  and  electrical  machinery,  nonferrous  metals  and  building 
■naterials  began  a  four-month  decline.    In  May,  output  of  passenger  cars  and  trucks 
fell  off  du'p  to  shortages  of  sheet  steel  even  though  steel  was  being  produced' at  a 
peacetime  record  rate.    In  June  and  July,  automobile  production  was  still  held  back 
by  shortages  of  materials,  and  steel  and  shipbuilding  were  affected  by  threatened 
and  actual  work  stoppages.    Easing  of  material  shortages  appears  to  have  beeVL  a 
principal  cause  of  the  August  recovery. 


SEPTEMBER  1947 


~  5  - 


Table  1.-  Statistical  summary. of  production,  prices,  employment  and  income,  1935- 
39  average,  and  1945  to  second  quarter- of  1947 


Item 


Total  civilian  employment  1/ 
Unemployment  1/ 

Industrial  production  3/ 
Durable  goods 
Nondurable  goods 

Consumers'  prices  (urban)  4/ 
Food 

Nonfood  . 

liholesale  prices,  all 
commodities  4/ 
Farm  products 
Food  products 
All  excl.  farm  and  food 

Prices  received  by  farmers 

Prices  paid,  int.  &  taxes 
Parity  price  ratio 

Farm  cash  income,  including 

Government  pajmients 
Realized  net  income  of 

farm  operators 

Volume  of  farm  marketings 

Gross  national  product  6/ 
Personal  consumption  expdi 
Gross  private  domestic 
investment 
New  construction 
Producers'  durable  eqpt. 
Change  in  business 
inventories 
Net  foreign  investment 
Government  purchases  of 
goods  and  services 

Personal  income  6/ 
Disposable  personal  incomes/ 


Base 
period 
or  unit 


Million 
« 

1935-39 
« 


Cal 

endar  year 

1947 

1935-39: 
average; 

1945  i    1946  1 

First  : 
quarter  : 

Second 
qua  rter 

2/44.6 
2/  9.7 

52o8 
1.0 

55.2 
2,3 

55.7 
2.4 

58.4 
2.3 

100 
100 
100 

203 
274 
166 

170 
192 
165 

189 
223 
176 

185 
219 
170 

100 
100 
100 

128.4 
139,1 
122.8 

139.3 
159.6 
128.0 

154,3 
185.2 
136.9 

156.4 
188.7 
138.3- 

J  1926 
.  ti 

.  ir 

:  81 

•  7R 

■           '  D  . 

:  79 
5  81 

105.8 

XCO  0  w 

106.2 
99.7 

121.1 

130.7 
109.5 

145.2 

1  7?  7 
161,9 
129,1 

147.5 

1 7P;  Q 

161.3 
131.7 

:Aug.  1909- 

»uUXy  l.sj.'i 

i  1910-14 

t      ±U  1 

!  128 
:      84  , 

174 
116 

coo 
194 
120 

9R7 

221 
121 

230 
119 

:  Bil.dol. 

!  8.5 

22,3 

25.3 

5/30.0 

:  Bil.dol. 

:  4,3 

11,9 

14.2 

5/18,0 

t  Bil.dol. 

5  100 

5/140 

5/139 

5/142 

:  Bilodol. 
:  Bil„dol. 

:  84.4 
:  63.6 

213,1 
121.7 

203,7 
143.7 

-  156,8 

7/226.0 
159.0 

!  Bil.dol. 
.  « 

:  8.7 

:  3cl 
:  4.4 

9.1 
3.1 
7.1 

24.6 

8.5 
12,4 

29o6 
10,3 
16.6 

28.8 

9.5 
17.8 

Bil.dol.  : 
II  • 

1,2 
0o4 

-1,2 
-0,8 

3.7 
4.8 

2.7 

9.2 

1.5 
10.6 

.  Bil.dol.  : 

11.8 

83.1 

30,7 

26,6 

27,6 

,  Bil.dol.  J 
1        ^'  ' 

69,1 
66,6 

171.6 
150.7 

177.2 

158^4 

7/190.9 

7/169,4. 

7/191.6 
7/170.0 

1/  Bureau  of  the  Census.    2/  Estimated;  comparable  data  not  available,    3/  Federal 
Reserve  Board.    4/  Bureau  of  Labor  Statistics.     5/  Preliminary  estimate  for  all 
year.    6/  United  States  Department  of  Commerce,    7/  Seasonally  adjusted  at  annual 
rate. 
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The  output  of  nondurable  goods  reached  a  low  in  October  1945,., when  the  index  I 
stood  St  154.-    It  rose  to  164  in  February  1946  and  then  declined  to  157  in  July 
of  that  year.    From  that  point  the  index  recovered  to  177  in  January  of  1947^  a 
postwar  peak.     The  index  has  declined  during  mos:t  of  1947,  reaching  a  low  of  164  | 
in  July  and  recovering  to  169  in  August.     The  average  for  the  first  6  months  of 
1947  was  172,  only  6  percent  over  the  same  period  of  1946,     The  index  has  dropped 
mainly  because  of  persistent  declines  in  textiles,  rubber  products,  leather  goods  i 
and  beverages,  which  were  among  the  first  industries  to  catch  up  with  demand  at  .  ' 
prevailing  prices. 

Commodity  Prices 

Practically  full  employment  and  production  in  1946  and  1947  has  been 
accompanied  by  sharply  advancing  commodity  prices c    In  general supplies  of  m.ost 
commodities  have  been  short  of  the  unprecedented  domestic  and  foreign  demand  for  ; 
United  States  agricultural  and  industrial  output.-.    In  little  more  than  a  year, 
the  commodity  price  level,  as  represented  by  the  BLS  index  of  -wholesale  prices,  ' 
has  advanced  more  than  a  third,  the  sharpest  rise,  since  'A'orld  7^ar  lo    Most  of  the 
advance  in  prices  occurred  in  the  latter  half  of  1946,  reflecting  principally  the 
termination  of  price  controls  and  adjustment  of  prices  to  a  free  market  basis,  I 
From.  June  to  December  1946,  the  index  of  wholesale  prices  moved  up  25  percent. 
The  advance  in  the  first  nine  months  of  1947,  vjhile  not  so  pronounced  as  in  the  ^ 
last  half  of  1946,  amounted  to  11  percent. 

■  -  . 

From  June  1946  to  September  1947,  the  wholesale  price  index  of  all  commodities 
rose  39  percent  (see  table  2),    A'holesale  prices  of  food  increased  most  with  a  gain 
of  58  percent.    Prices  of  farm  products  and  of  products  other  than  farm  and  food 
were  up  33  and  31  percent  respectively.    Yvhen  prices  were  under  control,  price 
increases  allowed  for  farm  products  were  absorbed  to  a  considerable  extent  in  the 
processing  and  marketing  channels,  sometimes  by  means  of  subsidy  payments c  Just 
after  price  control  and  most  subsidies  were  ended,  wholesale  food  prices  moved  ; 
ahead  faster  than  Tvholesale  prices  of  farm  products.    In  1947 though,  wholesale 
prices  of  foods  and  of  farm  products  have  risen  at  about  equal  rates. 

I 

In  September  1947,  wholesale  prices  of  food  and  of  .farm  products  were  the 
highest  on  record  but  prices  of  industrial  commodities  were  lower  than  in  1920. 

•     ■  ■  i 

Retail  prices,  as  measured  by  the  BLS  consumers'  price  ind.ex,  increased  19. 
percent  from  June  1946  to  August  1947.     The  principal  reason  this  index  has 
advanced  more  slowly  than  the  wholesale  index  is  that  it  includes  rents,  vi/hich  are' 
still  under  price  controls,' and  a  number  of  services  the  prices  of  which  normally 
change  slowly.    Also,  retail  prices  tend  to  move  less  than  wholesale  prices  because  ; 
of  the  less  variable  processing  and  marketing  charges  reflected  in  the  retail  prices,: 

Prices  received  by  farmers  increased  31  percent  from  June  1946  to  September 
1947,  approximately  in  line 'with  the  increase  in  wholesale  prices  of  farm  products. 
The  index  of  prices  received  by  farmers  in  mid-Septem.ber  was  a  'new  record  of  286 
(1909-14  -  100)»     Rising  consumer  incomes  and  large  foreign  takings  of  foods, 
along  with  prospects  for  a  slightly  smaller  total  crop  production  this  year  than 
last,  are  being  reflected  in  higher  prices  received  by  farmiers.' 
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Table  2«-  Summary  of  price  changes  from  June  1946  to  September  1947 


Item 


Index  numbers   :  Percentage  increase 

"June"  7  Dec.  s  Sept.~rJune  1946  :June  "'"46  to 
1946    :  1946    :  1947     :to  Dec . '46jSept. 1947 


Wholesale  prices,  all 
commodities  l/ 
Farm  products 
Food 

Other  than  farm  and 
food 

s  1926  =  100 
,  ti 
1  It 

:  112.9 
:  140,1 
i  112.9 

:  105.6 

140.9 
168»1 
160.1 

124.7 

2/155.6 
2/186,0 
2/178 0 7 

2/138.0 

24.8 
20.0 
41,8 

18el 

38.7 
32.8 

58.3 

30.7 

Consumers^  price  index  1/ 
Food 
Nonfood 

:1935-39=100 
•  n 

1  It 

!  133.3 
i  145.6 
:  126.8 

153e3 

185,9 
135o0 

3/159 
3/195 
3/139 

15.0 
27.7 
6.5 

3/  19.3 
3/  33.9 
3/  9.6 

Prices  received  by 
farmers,  all  products 
Crops 
Lives tock 

:  Aug. 1909- 

:  July  1914 
>  11 

.  It 

!  218 
s  223 
:  213 

264 
232 
294 

286 
254 
315 

21.1 

4.0 

38eO 

31.2 

13.9 
47,9 

Prices  paid,  interest  and 
taxes 
Production 

Living  ! 

!l910-14=100 
It          • , 

:  188 
!  190 
201 

213 
207 

239 

237 
245 
258 

13.3 
8,9 
18,9 

26.1 
28.9 

28.4 

Parity  ratio  : 

116 

124 

121 

6.9 

4.3 

1/  Bureau  of  Labor  Statistics,    Department  of  Labor. 
2/  Average  of  four  weekly  indexes. 

^/  August,  estimated  by  Bureau  of  Agricultural  Economics. 

Prices  paid  by  farmers  including  interest  and  taxes  advanced  26  percent  from 
June  1946  to  September  1947,  almost  as  much  as  prices  received  by  farmers.  In 
mid-September,  the  index  of  prices  paid,  interest  and  taxes  was  237  (1910-14=100), 
also  a  new  record  high. 

The  parity  ratio  (ratio  of  the  index  of  prices  received  by  farmers  to  the 
index  of  prices  paid,  interest  and  taxes)  increased  less  than  1  percent  from  June 
1946  to  August  1947,  but  with  the  sharper  increase  in  prices  of  farm  products  in 
September,  advanced  to  121  (I910-14rl00) ,  4  percent  above  June  1946,  However, 
this  was  somewhat  lower  than  the  level  in  the  last  half  of  1946. 


National  Income  and  Related  Factors 

The  major  economic  forces  which  have  brought  about  the  extremely  high  level 
of  employment,  production,  prices  and  income  are  shown  in  the  gross  national 
product  figures  of  table  1.     The  gross  national  product,  which  measures  the  total 
production  of  goods  and  services  in  the  nation  at  market  pricosy  with  its  sources 
and  distribution,  is  frequently  referred  to  as  the  nation's  economic  budget. 

'The  combination  of  virtually  full  employment,  high  output  and  rising  prices 
is  shorjn  clearly/  in  the  huge  size  of  the  gross  national  product  which  was  running 
at  an  annual  rate  of  224  billion  dollars  in  the  first  half  of  1947.     This  was 
even  higher  than  in  the  war  years  of  1944  and  1945,  and  over  2j  times  the  1935-39 
average. 


SEPTEMBER  1947 


The  forces  sustaining  the  boom  in  1946  and  1947  are  evident.    These  include: 

lo  '  An  exceptionally  high' level  of  consumer  expenditures,  fostered  by  record 
consumer  incomes  and  an  inclination  to  spend- them.    Disposable  personal  income  and 
personal  consumption  expenditures  have  been  approximately  2|-  times  the  pre-'A/ar 
level.     Despite  rising  prices  in  1946  and  1947,  consumers  havfe' maintained  their 
purchases  of  most  goods  and  services  and  increased  their  takings  of  some,  notably 
automobiles.     Consumption  expenditures  in  the  past  year  have  increased  more  than 
incomes  but  consumers  as  a  group  are  still  saving  a  larger  percentage  of  their 
income  than  in  most  prewar  years, 

2.  A  phenomenal  expansion  in  gross  private  domestic  investment  in  the 
United  States,  of  which  the  most  important  element  has  been  new  plant  and  equipment 
required  to  replace  older  installations  plus  additional  rfacilities  to  supply  the 
greatly  increased  demand  for  final  goods  and  services.    This  element  has  been 
supplemented  by  new  construction  activity  about  three  times  the  prewar  level,  and 
large  increases  in  business  inventories, 

3.  Extremely  large  exports  to  foreign  countries,  -particularly  in  the  first 
half  of  1947.    Many  countries  whose  resources  were  damaged  or  depleted  during  the 
war  have  purchased  vast  quantities  of  raw  materials,  food,  fuel  and  machinery  from 
the  United  States,    They  have  purchased  as  many  items  as  we  could  supply  and  they 
could  pay  for  either  with  their  reserves  and  current  earnings  of  gold  and  dollar 
exchange  or  v^ith  dollars  from  U,  S.  loans  and  aid.    Net  foreign  investment,  the 
surplus  of  U.  S,  exports  over  imports  minus  that  financed  by  direct  grants,  vvas  at 
the  rate  of  about  9h  billion  dollars  annually  in  the  first  half  of  1947,  nearly 
double  the  rate  for  the  year  1946  (see  table  3)." 

4.  Expenditures  by  Federal,  State  and  local  governments  about       times  as 
large  as  in  prewar  years,  although  about  the  same  proportion  of  national  income. 
The  largest  parts  are  militaiy  expenditures,  veterans'  programs  and  interest  on 
the  national  debt. 

Foreign  Demand:    Agricultural  Exports  1946-47 

Agricultural  exports  from  the  United  States  have  been  much  larger  in  1946 
and  1947  than  before  the  war.    Demand  for  foodstuffs  by  foreign  countries  damaged 
by  the  war  has  been  intense,  and  generally  good  crops  in- .this  country  have  helped  , 
to  make  large  exports  possible.    For  some  commodities,  exports  have  taxed  United 
States  supplies  and  shipping  capacity. 

Not  only  haye  larger  quantities  of  farm  products  been  exported,  but  the  value 
of  exports  has  risen  greatly  because  of  higher  prices.    In  addition,  the  composi- 
tion, destination,  and  financing  of  agricultural  exports  have  changed  from  prewar 
years. 

Quantity  and  value  of  agricultural  exports.    In  1946,  the  index  of  physical 
quantity  of  all  agricultural  exports,  including  military  shipments  of  food  to 
foreign  civilians,,  was  about  2^  times  the  1935-39  average.    The  value  was  over 
3,5  billion  dollars — nearly  five  times  the  prewar  average..   In  1947,  the  quantity 
has  been  about  the  same  as  in  1946  but  the  value  is  somewhat  larger  because  of 
higher  prices,  . 

Food  exports  including  military  civilian  shipments  in  fiscal  year  1946-47  were 
9  percent  of  total  United  States  food  supplies.    During  the  same  year.  United 
States  food  consumption  per  capita  was  18  percent  larger  than  prewar. 
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Table  3.-  -Sununary  of  United  States' export  trade  and  means,  of  payment,  1946 

■■  and  'first' half  of  1947 


Item 


Ifriited  States  exports  of  goods  and  services 
Less:    United  States  imports  of  goods  and  services 
Equals:    United  States  export  surplus 

Less :    The  part  of  the  export  surplus  paid  for 
vdth  United  States  Government  and  private  grants 
Jiquals:    United  States  net  foreign  investment  Z/ 


1946 


Bil,  dol. 

15.3  . 
7.1 
8.2 


3el 


First  half  1947' 
(annual  rate) 

 iz:_. 

Bil.  dol. 


19.9 
"11 .9 


5.1 


2.5 
9.4 


1/  'Values  -for  first  half  of  1947  multiplied  by  2  to  convert  "to  annual  rate. 
2/  This  part  of  the  export  surplus  vvas  paid  for  by  foreign  purchasers  with  dollars 
loaned  to  them  by  the  United  States  Government  or  its  citizens  or  with  dollars 
received  by  them  from  the  sale  of  part  of  their  reserves  of  gold  and  short-  and 
long-term  dollar  assets. 

Composition.    Before  the  war,  cotton  and  tobacco  made  up  about  two-thirds  of 
the  value  of  all  agricultural  exports,  and  foods  the  resto    Since,  the  war,  the 
proportions  have' been  reversed.    The  big  expansion  in  exports  has  been  primarily 
in  foods,  which  in  the  last  two  years  have  been  nearly  three-fourths  of  agricultural 
exports  plus  military  civilian  shipments.    Large  food  exports  have  come  about 
because  of  critical  needs  in  many  foreign  areas. 


In  neither  Europe  nor  Asia  has  food  production  recovered  to  prewar  lavels. 
Compared  with  prewar,  European  wheat  and  rye  crops  in  1946  were  down  22  percent; 
the  potato  crop,  25  percent;  and  meat  production,  40  percent.    In  addition,  poli- 
tical division  of  the  European  continent  has  cut  off  '/Western  Europe  from  the 
normally  food-exporting  nations  of  East-central  Europe.    These  food  shortages 
and  political  barriers  in  Europe,  a  world  rice  crop  8  percent  below  prewar,  and  a 
5  to  10  percent  increase  in  the  world's  population  have  caused  unparalleled  world 
demand  for  food. 

Recently,  the  main  shift  in  composition  of  U,  S,  exports  has  been  between 
kinds  of  foods.    In  1946,  vjhen  more  dollar  exchange,  including  UNRPil  and  lend-lease 
funds,  was  available  and  the  United  States  had  food  stocks  on  hand  in  foreign 
countries,  the  "protective  foods"  such  as  meats,  eggs  and  dairy  products  were 
approximately  62  percent  (in  dollar  value)  of  the  total  exports  and  military  ship- 
ments of  food.    In  the  first  half  of  1947,  however,  increasing  shortages  of 
exchange  reduced  exports  of  these  comparatively  high-cost  foods  to  about  40  percent 
of  the  total.    Foreign  purchasers  concentrated  instead  on  grains  and  other  foods 
of  low  cost  per  calorie.     Grains  made  up  about  60  percent  of  all  food  exports,  and 
45  percent  of  all . agricultural  exports,  in  the  first  half  of  1947. 

Destination.    Destinations  of  U.  S,  agricultural  exports  (not  including 
military  civilian  shipments)  by  continents  have  been  about  the  same  as  prewar.  In 
1946,  Europe  took  about  65  percent,  Asia  16  percent,  and  '/Jestern  Hemisphere 
countries  about  15  percent,    ".Vithin  Europe,  though,  several  countries  damaged  by  war' 
'and  aided  by  relief  programs  received  a  larger  proportion  of  United  States  agricul- 
tural exports  than  beforfe' the  war.    Others  that  received  relatively  little  relief 
assistance  took  a  smaller  proportion  than  formerly,    Grfeat  Britain,  for  instance, 
bought  one- third  of  the  agricultural  exports  of  this  countiy  before  the  war  but 
received  less  than  one-fifth  in  1946, 
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Financing,    Foreign  purchasers  usually  pay  for  agricultural  and  other  exports 
chiefly  out  of  their  current  earnings  of  exchange.     But  since  the  war,  many  coun- 
tries needing  farm  products  from  the  U,  S,  have  been  unable  to  pay  for  them  with 
exchange  earned  from  their  own  foreign  trade.    Consequently,  a  large  part  of  the 
agricultural  exports  from  the  United  States  have  been  paid  for  through  financing. 
The  U.  S.  Government  has  provided  large  foreign  loans  and  grants.    To  a  lesser 
extent,  foreign  purchasers  have  sold  gold  and  short-  and  long-term  dollar  assets 
to  pay  for  United  States  exports. 

Some  of  the  United  States  loans  and  grants  have  been  specially  earmarked  for 
farm  products.    In  1946,  approximately  l|-  billion  dollars  of  U,  S,  funds  were  so 
earmarked.    They  paid  for  more  than  40  percent  of  total  agricultural  exports  and 
military  civilian  food  shipments.    In  1947,  the  value  of  such  earmarked  funds  is 
a  little  less  than  one  billion  and  probably  will  pay  only  for  20  to  25  percent 
of  total  agricultural  exports  and  military  food  shipments  to  civilians.  However, 
United  States  foreign  loans  and  grants  not  earmarked  for  farm  products  are  much 
larger  than  in  1946.    Therefore,  the  total  direct  and  indirect  aid  to'  farm  exports 
from  Government  funds  may  be  about  as  large  in  1947  as  in  1946.  i 

PROSPECTS  FOR  1948 

Domestic  Demand  for  Farm  Products 

Domestic  demand  for  farm  products  is  likely  to  be  very  great  again  in  1948, 
Employment,  production  and  incomes — which  underlie  domestic  demand — have  set 
peacetime  records  in  1947  and  may  again  be  very  high  next  year.    If  they  should 
weaken  a  little,  demand  would  level  off  from  its  present  position  of  pressing 
against  supplies  and  causing  prices  to  rise.    Only  a  sharp  break,  which  is  possible 
but  not  expected,  could  cause  a  big  drop  in  domestic  demand  for  farm  products  in 
1948. 

As  mentioned  above,  high  employment,  production  and  incomes  have  come  about 
primarily  because  of  three  conditions:    Consumers  are  spending  more  money  than 
ever  before;  industries  are  renevdng  and  replacing  their  plants  and  equipment;  and 
foreign  countries  are  taking  large  quantities  of  United  States  goods  and  are  paying 
for  much  of  them  with  dollar  exchange  obtained  from  sales  of  their  assets  and 
from  United  States  loans  and  grants  rather  than  from  their  own  exports  of  goods. 

Consumers  will  spend  less  money  in  1943  only  if  their  incomes  are  smaller  or 
they  increase  their  rate  of  saving,  neither  of  which  seems  likely.    At  present 
levels  of  employment-,  no  drop  in  incomes  is  expected.     The  rate  of  saving  has  been 
going  down  in  the  last  two  years  in  spite  of  rising  incomes.    Since  consumers 
still  have  unfilled  needs  for  automobiles  and  other  durable  consumption  goods,  and 
since  they  appear  willing  to  compete  at  high  prices  for  food,  clothing  and  other 
^•soft"  goods,  they  are  not  likely  to  save  any  more  of  their  income  in  1948  than 
they  did  in  1947, 

Business  investment  in  plants  and  equipment,  although  now  probably  more  than 
a  replacement  rate,  is  likely  to  be  very  large  in  1948,    Reports  indicate  that  in 
spite  of  its  great  expenditures,  industry  has  not  completely  renewed  and  replaced 
its  worn-out  machinery  and  equipment. 

Construction  activity  may  be  larger  in  1948  than  in  1947,    Needs  for  new 
industrial  and  commercial  construction  are  still  great,  and  needs  for  new  private 
homes  are  acute.    In  spite  of  present  costs,  construction  -activity  has  been 
expanding  to  meet  these  needs. 
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Foreign  needs  for  American  raw  materials,  fuels,    foodstuffs  and  industrial 
machinery  remain,  so  critical  that  United  States  exports  in  194'8  will  be  limited 
almost  entirely  by  the  supply  of  dollars  available.    Foreign  purchasers . probably  , 
will  not  earn  exchange  much -faster  next  year  than-  in  1947.    Their  holdings  of 
long-  and  short-term  dollar  assets  and  gold  are  being  reduced.-    Moreover,  commit- 
ments under  present  United  States  Government  foreign  loans  and  grants  are  approach- 
ing an  end.    New  Government  loans  or  grants  will  therefore  be  very  important  to 
United.  States  export  trade  in  1948. 

If  no  new  loans  or  grants  are  made  by  the  United  States  Government,  foreign 
demand  will  be  a  much  smaller  factor  in  business  activity  next  year  than  in  1947. 
But  if  there  are  new  foreign  aid  programs,  exports  and  foreign  investment  will 
again  be  very  important  although  probably  less  than  the  very' high  level  in  1947. 

Of  these  major  elements  in  present  business  conditions,  only  foreign  trade 
is  likely  to  be  reduced  in  1948.    A  smooth  and  moderate  drop  in  foreign  trade 
could  quite  possibly  be  offset  by  an  expanded  rate  of  new  construction  alone. 

Chances  of  a  business  recession  in  1948  are  greatest  if  foreign  trade  should 
fall  rapidly  and  at  the  same  time  a  weakness  should  appear  in  some  domestic 
activity  still  carried  over  from  the  war,,  such  as  replacement  or  plant  and 
equipment.    The  possibility  of  a  sharp  break  in  business  activity  and  of  unemploy- 
ment during  1948 — a  less  promising  prospect  than  is  current|r  Indicated — cannot  be 
overlooked^ 

The  Problem  of  Inflation 

Immediately,  the  greatest  danger  is  that  of  further  inflation.     During  the 
summer  and  fall  of  1947,,  the  total  expenditures  of  business  and  consumers  have 
risen  but  production  has  not  increased-    Expenditures  by  consumers,  who  have 
both  old  and  current  needs,  has  been  supported 'by  high  incomes /by  continued  use 
of  savings.,  by  extension  of  consumer  credit,  and  by  cashing  of  terminal  leave 
bonds.    Expenditures  of  business  has  been  made  possible  by  generally  high  business 
earnings  and  by  credits.    In  addition,  foreign  countries  have  maintained  their 
expenditures  in  the  United  States  by  drawing  on  their  dollar  credits  and  balances. 

Meanwhile,  production  has  been  retarded  by  shortages  of  supply  in  industry, 
and  by  unfavorable  weather  for  some  crops  in  agriculture.    Goods  have  not  existed 
in  sufficient  quantity  to  meet  the  total  demand  at  prevailing  prices c  The 
consequence  has  been  a  marked  price  rise,  ■■ 

Correction  of  this  condition  is  not  clearly  in  sight.     Industiy  can  increase 
its  output  only  slowly  because  it  has  been  operating  close  to  its  capacity^ 
expansion  of  which  is  slow-paced  and  difficult.    Agricultural  production  is 
largely ' determined  by  the  size  of  the  crops  just  harvested,  and  cannot  rise  much 
before  next  fall. 

Possibly  the  gravest  possibility  is  that  an  inflationary,  speculative 
psychology  should  develop..    This  may  be  the  greatest  single  threat  for  inflation. 
It  could  support  a  spiral,  and  lead  to  a  severe  break  when  the  inflationary 
forces  are  entirely  spent. 

Nevertheless,  continued  inflation  is  not  inevitable.    It  can  be  held  back 
by  the  caution  and  resistance  of  buyers^    This  could  be  voluntary  on  the  part  of 
some  businesses  and  consumers,  but  may  be  forced  upon  those  who  profit  least  in  the 
inflationary  trend.    Also,  various  controls  by  Government  could  help  to  restrain 
inflation.    These  might  be  fiscal,  credit  and  other  controls  for  which  authority 
now  exists,  or  any  new  controls  that  might  be  adopted  in  the  future. 
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Inflation  would  be  likely  to  cauvse  discrepancies  in  prices  of  various  farm 
products.    Some  farmers  would  prosper  during  the  inflation,  but  others  would  be 
adversely  affected.    Prices  of  foods  that  are  staples  in  the  diet  and  are 
important  in  exports  vjould  rise  most  in  price.    These  are  mainly  grains  and  meat, 
and  substitutes  for  them.    Prices  of  some  vegetables  and  fruits  would  be  likely 
to  rise  least. 

The  bigger  difficulty,  however,  is  the  effect  of  the  break  that  inevitably 
follows  an  inflationary  period.    A  collapse  of  prices  would  cause  prices  of  farm 
products  to  fall  fast,  and  would  affect  most  seriously  those  that  had  risen  most 
during  the  inflation.    Furthermore,  during  the  inflation  many  taxes  and  other 
costs  that  change  slovi/ly  would  gradually  have  gone  up^    Many  farmers  would  have 
incurred  indebtedness  at  the  high  prices c    During  the  deflation  the  costs  would 
come  down  only  gradually,  and  in  addition  the  interest  and  repayment  charges  on 
indebtedness  would  be  a  heavy  burden. 

Prospects  for  Agricultural  Exports  in  1948 

The  Quantity  of  farm  products  that  will  be  exported  from  the  United  States 
in  1948  will  depend  on  foreign  needs,  on  the  supplies  available,  and  on  the  supply 
of  dollars  in  the  hands  of  foreign  buyers.     The  general  problem  of  the  supply  of 
dollars  has  been  briefly  examined  (p-.Tl),  but  it  is  complicated  further  by  the 
question  of  whether  foreign  countries  will  prefer  to  use  their  scarce  funds  for  , 
industrial  goods  or  for  farm  products. 

Foreign  needs o    Physical  needs  of  foreign  countries  for  farm  products  in 
1948  are  likely  to^  be  even  greater  than  in  1947,    Although  it  had  been  hoped  that 
world  food  production  v/ould  be  greatly  improved  by  1947,  crop  production  in  food- 
deficit  countries  is  generally  smaller  this  year  than  last.    Crops  in  Europe  were 
damaged  by  unusually  severe  vanter  weather  and  by  a  summer  drought.  According 
to  preliminary  estimates,  European  bread  grain  production  in  1947  will  be  11 
percent  less  than  in  1946,    As  a  result,  European  requirements  for  food  will  be 
substantially  larger  than  in  1946.    In  a  report  of  August  30,  1947,  the  Food 
and  Agriculture  Organization  of  United  Nations  estimated  that  requirements  for 
grain  imports  in  the  entire  world  in  1947-48  will  total  approximately  43  million 
tonso    Last  year  the  stated  requirements  were  37|-  million  tons.    Approximately  28|- 
million  tons  were  received  by  importing  countries  in  1946-47. 

More  food  will  probably  be  available  from  exporting  countries  other  than 
the  United  States  in  1947-48  than  in  1946-47,    But  on  September  25,  1947,  the 
President  of  the  United  States  stated  that  if  exports  from  this  country  are 
reduced,  "even  with  this  expected  increase  in  exports  from  other  countries,... 
there  would  still  be  a  serious  gap  between  the  minimum  needs  of  deficit  countries 
and  the  total  of  foodstuffs  which  could  be  supplied." 

United  States  supplies  available  for  export.    Total  United  States  crop 
production  in  1947,  reduced  by  low  yields  of  corn  and  other  feed  grai.ns,  will  be 
less  than  in  1946o    But  production  of  the  commodities  that  are  specially  impor- 
tant in  export  trade  is,  as  a  rule,  fairly  large  this  year. 
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United  States  supplies  of  wheat,  the' commodity  in  greatest  export  demand, 
are  the  largest  in  four 'years ,    Carry-over  was  small j,  but  the  1947  crop  was 
tremendous — 1,4  billion  bushels,   -From  this  supply' the  demand  for  feeding  live- 
stock will  be  greater  than  usual*    Quantities  of  wheat  available  for  export  will 
depend  on  trends -in  wheat  prices  as  foreign  demand  competes  with  domestic  demands 
for  food  and  feed,  and  on  Governmental  policies.         ■  ■  ' 

In  general,  supplies  of  most  other  products  that  are  exported  will  be  as 
large  in  1948  as  in  1947 o    Based  on  estimates  of  the  1947  crop;  more  cotton  will 
be  available  from  current  production  but  less  from  old  stocks.     Tobacco  supplies 
will  be  larger  than  last  year.    Some  foods,  such  as  dried  fruit    and  citrus  fruit, 
will  be  available  in  larger  quantity  and  at  lower  price  that  in  recent  years  prior 
to  1947. 

Supplies  of  all  products  available  for  export  in  1948  will,  of  course,  be 
affected  by  the  size  of  1948  crops.    For  some  commodities,  though,  export  demand 
may  affect  1948  productiono    Tobacco  production,  for  example,  will  probably  be 
smaller  in  1948  than  in  1947  because  of  the  poorer  prospects  for  exports. 

Supply  of  dollars,    Dv^indling  supplies  of  dollar  exchange  could  be  the  most 
serious  restriction  on  agricultural  exports  in  1948o    Even  with  substantial  new 
United  States  loans  or  grants,  total  dollar  exchange  available  for  foreign 
purchases  of  all  products  probably  will  be  smaller  than  in  1947» 

^  Foreign  countries  will  be  under  dual  pressures  in  dividing  their  smaller 

supplies  of  dollar  exchange  between  industrial  materials  and  foodstuffSr,  They 
vdll  want  industrial  materials  to  rebuild  their  productivity;  they  will  need 
foodstuffs  to  sustain  their  population.    It  seems  reasonable  that  if  the  supply 
of  dollar  exchange  is  severely  limited,  exports  of  basic  foodstuffs  would  be 
reduced  less  than  most  industrial  items.    Most  of  the  foodstuffs  would  be  grains, 
which  are  the  lowest-cost  source  of  calories,  although  in  a  few  instances  foods 
of  protective  value  for  children  might  be  taken.    If  the  supply  of  exchange  were 
larger,  more  might  be  used  for  both  the  more  expensive  foods  and  various  industrial 
materials. 

•  'Conclusion.     Total  agricultural  exports  in  1948,  including  military  shipments 
of  food  to  foreign  civilians,  will.be  as  large  as  in  1947  only  under  the  most 
favorable  circumstances.    But  effective  foreign  demand  for  grains,  because 
preferences  for  grains  are  now  strong,  may  again  be  very  large.    "iVhether  or  not 

jj  grain  exports  will  be  equal  to  those  in  1947  depends  on  the  policies  of  the 
United  States  Government  and  the  trends  in  prices,  as  well  as  on  the  size  of  the 

■grain  crops  in  1948.    Also,  exports  of  some  other  foods  equal  to  or  larger  than 
in  1947  are  called  for  in  proposed  Government  programs. 

Foreign  demand  for  fats  and  oils  will  be  nearly  as  strong  as  for  the  grains. 

They  are  intermediate  in  cost  per  calorie.    Foreign  countries  have  purchasecJ 

nearly  all  supplies  available  to  them  because  their  diets  are  very  deficient  in 
oils,  and  they  are  likely  to  take  large  quantities  in  1948, 

Dairy  products,  dried  fruits,  and  other  foods  of  higher  cost  per  calorie 
will  feel  the  pinch  of  restricted  supplies  of  dollar  exchange^    Sizable  quantities 
could  be  exported,  it  appears,  only  if  new  United  States  foreign  loans  or  grants 
add  more  dollar  exchange  or  if  special  commodity  export  programs  are  developed* 
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.Cotton  exports  in  the  1948  calendar  year  probably  will  be  somewhat  smaller 
than  the  total,  for  ,1947^  although  larger  thain'the  rate  noiw  indicated  for  the  . second 
half  of  1947.     Cotton  may, not'  f.eceive  as  high  a  priority  as  food  in  countries-, 
pressed  for  dollar  exchange.    But  some  foreign  countries  will  try  to  maintain  as   ■  ■ 
large  purchases  o|".  cotton  as  possible,  because  they  depend  on  their  textile  ' 
industries  for  their  om  export  production,  -  ' 

Tobacco  exports  will  be  smaller  in  1948  than  in  1947.    The  United  Kingdom, 
the  largest  foreign  customer  particularly  for  flue-cured  types  of  U.  S„  tobacco, 
is  reducing  its  imports  in  order  to  conserve  dollar  exchange.    Other  tobacco 
importing  .countries  also  will  reduce  exports  of  United  States  tobacco  because  of 
their  dollar  shortages r 

Prices  of  Farm  Products 

If  demand  for  farm  products  is  as  high  in  1948  as'  now  expected,  prices 
received  by  farmers  will  remain  close  to  their , present  levels o    They  will  be  high 
enough  to  assure  farmers  a  profitable  return  for  a  maximum  productiono  This 
prospect  applies  to  nearly  all  commodities  and  will  hold  true  even  if  prices 
decline  a  little  from  the  record-breaking  height  of  September  1947,    Only  a  few 
farm  products  are  in  danger  of  serious  price  weakness  in  1948. 

Marketings  this  year  have  been  exceptionally  large »    If  they  should  be 
equally  large  in  19*48,  they  probably  would  command  prices  nearly  as  high  as  in 
1947o    But  prospects  are  that  marketings  will  decline  during  the  first  half  of 
1948 D    Fewer  beef  cattle  will  go  to  slaughter  because  herds  have  been  gradually 
reduced  over  several  years «    Moreover,  the  poor  1947  corn  crop  will  cause  a  small 
general  decline  in.  production  of  livestock  and  livestock  products;  Consequently, 
if  present  demand  continues ^  prices  of  farm  products  in  the  early  part  of  1948 
may  remain  close  to  the  levels  in  the  second  half  of  1947  and  higher  than  the 
1947  average,  ,  ■  ,  ,i 

If  the  1948  crops  of  both  wheat  and  feed  grains  are  very  large,  the  rate  of 
marketings  will  improve  and  total  marketings  for  the  year  will  be  only  slightly  i 
less  than  in  1947c    Large  crops  v^ould  affect  prices  in  the  second  half  of  1947o  | 
Prices  of  some,  commodities  vrould  drop,  but  the  average  prices  received  by  farmers 
for  all  products  would  fall  only  moderatelj/-, 

..Any  declines  in  demand  in  the  second  half  of  1948  would  bring  about  m.ore 
pronounced  price  changes o    Prices  of  some  products  would  probably  go  down  to 
support  levels o    Even  under  these  circumstances,  average  prices  received  would 
be  high  compared  with  most  years ■before  1946o  .    .  '  ' 

Livestock  and  livestock  products  may  be  relatively  higher  in  price  than 
most  .farm  commodities  in  1948.    Prices  of  meat  animals  are  likely  to  drop  this  fall 
and  early  winter,  but  are  expected  to  rise  after  the  peak  in  marketings  is  past. 
Prices- of  .livestock  products  will  again  be  high  in  1943.     They  will' be  even  higher 
if  the  smaller  feed  supplies  cause. a  reduced  production.      '  '  ■ 

Prices  of  feed  grains  will  also  be  relatively  high  until  the  1943  crop  season. 
They  probably  will  drop  considerably  if  the  1948  harvest  is  large,  since  requirements 
for  feeding  in  1948--49  are  likely  to  be  somewhat  smaller  than  in  previous  years 
because  of  fewer  livestock  on  hand.  ■     -  ' 

Due  to  the  smaller  supplies  of  feed  grains  and  the  record  wheat  crop,  farmers 
are  likely  to  feed  more  wheat  than  usual  this  fall  and  winter.    Strengthened  by  this 
feeding  and  by  countinued  heavy  foreign  demand,  the  1947  wheat  crop  will  continue 
to  be  sold  at  prices  well  above  the  loan  rate. 
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!  The  present  position  of  cotton  is  characterized  by  high  rates  of  domestic  con- 

sumption and  exports.     Both  uses  may  decline  slightly,  largely  because  supplies  are 
smaller  this  year  than  last.    Export  demand  may  be  affected,  too,  by  limited  dollar 
exchange.     Prices  of  tobacco,  particularly  of  some  types,  may  be  weakened  by  a 
further ■  reduction  in  exports, 

!  Strong  demand  for  fats  and  oils  and  oilseed  meals  is  likely  to  hold  prices  of 

oilseeds  from  the  1947  crop  at  least  as  high,  on  the  average,  as  prices  received 
from  the  1946  crop. 

Prices  of  fruits  and  vegetables  probably  "will  be  supported  somewhat  in  1948 
[by  high  prices  of  most  foods,  and  -will  generally  be  as  high  as  in  1947,  higher 
i than  in  any  years  before  the  war.    Production  of  many  fruit  and  vegetable  crops, 
however,  is  now  much  larger  than  prewar.    Consequently,  fruit  and  vegetable  prices 
may  not  be  as  high  compared  with  prices  of  other  farm  products  as  they  were  for 
^  several  years  prior  to  1947, 

Citrus  and  dried  fruits  will  be  more  plentiful  than  other  fruits.  Prospects 
fox  prices  of  these  crops  -will  be  further  governed  by  export  demand.    As  they  have 
concentrated  more  and  more  on  cereals,  foreign  buyers  have  reduced  their  takings 
'  of  dried  fruits. 

Prices  paid  by  farmers,  including  interest  and  taxes,  will  probably  be  as 
:high  or  higher  in  1948  as  in  1947 ^    During  the  first  half  of  1948,  when  prices 
! received  by  farmers  will  be  held  up  by  continued  strong  domestic  and  foreign  demand 
:.and  by  the  slightly  smaller  volume  of  marketings,  prices  paid  may  be  expected  to 
ibe,  no  higher,  compared  with  prices  received,  than  they  were  in  1947 Consequently, 
I  the  parity  ratio — the  index  of  prices  received  divided  by  the  index  of  price  paid, 
interest  and  taxes — will  probably  be  about  the  same  as  the  1947  average.    If  prices 
received  by  farmers  should  fall  somewhat  in  response  to  large  1948  crops  or  follow- 
ing a  drop  in  demand,  the  parity  ratio  might  drop  but  would  still  be  well  above  100, 

.  FAm4  INCOME 

1  '         Farm  income  is  likely  to  remain  high  in  1948.    It  seems  likely  that  farmers 
in  this  countiy  can  look  forward  to  another  year  when  their  efforts  will  be  highly 
rewarded  and  their  opportunities  for  getting  a  satisfactory  living  will  be  far 
above  average. 

The  distribution  of  farm,  income  among  commodities  in  1948  may  not  be  much 
different  from  1947.    Receipts  from  meat  animals  may  be  a  little  smaller  because  a 
■moderate  decline  in  marketings  of  cattle  and  calves  seems  likely,  anjJ  hog  slaughter 
may  drop  slightly.    Receipts  of  dairy  and  poultry  products  may  be  about  the  same 
as  in  1947  since  neither  quantities  nor  prices  are  expected  to  change  greatly* 
Similarly,  production,  prices  and  income  from  fruits  and  vegetables  will  probably 
be  about  eoual  to  those  in  1947,    Receipts  from  some  fruits  and  some  vegetables, 
however,-  will  continue  lower  compared  with  other  products  than  in  prewar  and  war 
years  because  demand  has  declined  since  the  war  and  production  has  increased. 
Marketings  and  receipts  from  wheat  in  1948  will  be  lower  than  in  1947  unless  the 
crop  is  again  very  large  and  prices  are  held  high  by  strong  export  demand.     If  cottcn 
prices  remain  high,  receipts  from  the  larger  m.arke tings  in  1948  will  be  greater  than 
this  year.    Receipts  from  com  in  1948  will  probably  decline  due  to  smaller  sales 
from  the  short  1947  crop. 

In  1947,  farm  income  is  setting  a  new  recordc    Farmers'  cash  receipts,  includ- 
ing government  payments,  probably  will  total  around  50^0  billion  dollars,  or  18 
percent  above  1946.    Of  this,  government  payments  will  be  about  350  million  dollars. 
They  were  800  million  dollars  in  1946  when  dairy,  beef  cattle,  and  sheep  production 
payment  programs  were  in  effect  during  the  first  six  months c 
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Cash  receipts  from  the  marketing  of  farm  products  iwill  be  about  29.7  billion  j 
dollars,  approximately  21  percent  above  1946.  The  increase  is  due  to  substantially; 
higher  prices  for  nearly  all  farm  products.  Prices  in  the  first  half  of  1947  were  i 
much  higher  than  the  controlled  prices  a  year  earlier,  and  those  in  the  second  half  | 
will  also  shoTJ  a  gain  over  the  same  period  of  1946,  Receipts  from  crops  in  1947 
will  increase  about  19  percent  over  1946  and  livestock  and  products  23  percent,  \ 
Receipts  from  wheat,  cotton,  hogs,  and  cattle  will  be  notably  larger  than  in  1946.,: 

Gross  farm  income — the  total  of  cash  receipts  from  marketings,  the  value  of 
home-consumed  farm  products,  and  the  rental  value  of  farm  dwellings — may  amount  to 
34.3  billion  dollars  in  1947,  18  percent  above  1946. 

Production  expenses  this  year  are  running  more  than  16  percent  above  last 
year*    Purchased  feed,  hired  labor,  motor-vehicle  operating  costs,  maintenance 
and  depreciation,  and  taxes  are  all  substantially  higher.    Since  these  costs  h?ve  | 
not  gone  up  quite  as  much  as  gross  income,  net  income  has  risen  slightly  more 
than  gross  income.  '  ' 

In  1948,  e^ipenditures  may  continue  to  increase.    Even  if  gross  income  next 
year  is  maintained  at  the  1947  level,  net  income  may  not  be  quite  as  high. 

LIVESTOCK  AND  MEATS  ,  r, 

■ 

Trends  in  livestock  numbers  and  the  smaller  feed  supplies  in  prospect  for 
the  1947-48  season  indicate  that  meat  output  will  be  reduced  5  to  10  percent  in  ' 
1948,    This  would  mean  a  drop  in  meat  consumption  of  around  10  pounds  per  person. 

Much  of  the  reduction  will  be  in  beef  and  veal.    One  reason  is  that  the  | 
number  of  cattle,  declining  since  January  1,  1945,  will  again  be  smaller  in  1948. 
The  number  at  the  beginning  of  1947  was  5  percent .below  1945  and  the  record  cattle 
slaughter  this  year  indicates  further  reduction,    A  second  reason  for  smaller  ! 
beef  and  veal  production  in  1948  is  the  prospect  that  fewer  cattle  will  be  grain     •  \ 
fed  for  market  because  of  the  smaller  supplies  of  feed  grains.  I 

Pork  production  in  1948  probably  will  not  be  as  large  as  in  1947  but  the 
reduction  will  be  small.    The  total  number  of  hogs  slaughtered  may  be  slightly 
less  and  average  slaughter  weights  probably  will  be  lighter.    Pork  output  next 
year  will  be  influenced  chiefly  by  the  relation  between  hog    and  com  prices, 
particularly  when  sows  are  bred  this  fall  and  winter  for  spring  farrovdng.  Present 
prospects  for  feed  supplies  and  present  corn  and  hog  prices  suggest  that  the  spring  ; 
pig  crop  in  1948  will  be  moderately  smaller  than  in  1947,    Indications  are  that  i 
the  1947  fall  pig  crop,  which  will  be  slaughtered  largely  in  the  spring  and  summer  , 
of  1948,  will  be  slightly  larger  than  the  30.6  million  pigs  sa'ved  in  the  fall  of  i 
1946.  ., 

Supplies  of  lambs  for  slaughter  during  1948  will  be  small  compared  with  the  -| 
war  period.    At  the  beginning  of  1947,  the  number  of  stock  sheep  was  the  smallest 
on  record  and  around  one-third  less  than  the  peak  on  January  1,  1942.     The  1947 
lamb  crop  was  the  smallest  since  1925,    On  the  basis  of  slaughter  data  for  1947, 
a  further  drop  in  the  number  of  ewes  of  breeding  age  may  be  expected.  Consequently,; 
the  lamb  crop  may  in  1948  be'  even  smaller  than  in  1947.  ' 
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Prices  of  meat  animals,  and  meats  reached  new  records  in  early  September, 
even  though  meat  production  was  large  for  that  season  of  the  yearo     Demand  for 
meat,  supported  by  very  high  levels  of  consumer  incomes,;  continued  unusually 
strong.-    As  marketings  of:,cattle,  lambs  and, hogs  increasc'seasonally  this: fall 
and  winter,  prices  of  meat:animals  are  expected  to  decline  m.oderately.  But 
if  consumer  demand  for. meat  stays  high,  prices  will  rise  -again  in  late  winter  or 
spring  and  mil  continue  high  during  1948.     They  vn.ll  average  even-higher  than 
in  1947  if  consumer  demand  for  meat  continues  as  it  has  been  this  summer.  Total 
cash  receipts  to  farmers  for  sales  of  meat  animals  probably  will  be  a  record  or 
near-record  despite  the  prospects  that  total  marketings  will  be  the  smallest  since 
194?.. 

DAIRY  PIiDDUCTS' 

Dairymen  have  received  record  prices  in  1947c.    For  the  first  9  months,  the 
farm  price    of  wholesale  milk  averaged  about'$4.15  per  hundred  weight,  and  butter- 
fat  averaged  71  cents  per  pound.     In  the  first  half  of  1948,  prices  may  be  higher 
■than  prices  in  the  first  half  of  1947,  which  wore  not  as  high  as  usual  compared 
with  other-  recent  prices.     In  the  second  half  of  1948,  they  may  be  less  than  current 
1947  prices „     The  average  for  t-he  year  is  expected  to  be"  about  the  same  as  in  1947. 
However,  net  income  to  dairy  producers  probably  will  be  smaller  because  of  higher 
costs.     Feed  prices  have  increase<l-  substantially  recently,  and  other  costs  also 
have  been  rising.  ■  ■■  . 

The'  total  milk  flow  in  1948  may  be  about  the  same  as  in  1947*    Little  change 
is  expected  in  the  average  number  of  cows  or  in  production  per  cow.    On  June  1, 

1947  the  number  of  milk  cows  was  2  percent  below  the  previous  June  1^  -but  there  is 
sufficient  replacement  stock  to  reverse  the  downtrend  during  1948o 

Exports  of  dairy  products  in  1948  may  be  less  than  those  this  year,  which  may 
be  the  equivalent  of  approximately  3  billion  pounds  of  whole  milk.    This  would  leave 
larger  supplies  of  daiiy  products  for  domestic  consumption.    Most  of  the  increase 
in  consumption  would  be  in  butter.     Consumption  of  fluid  .milk  is  likely  to  show 
little  change  in"  1948  and  that  of  evaporated  milk  and  Cheddar  cheese  may  increase 
a  little^ 

POULTRY  AND  EGGS 

Egg  producers  are  likely  to  receive  at  least  as  high  average  prices  in  1948 
as  in  1947.    This  probably  will  be  true  even  if  prices  are  at  support  levels  during 
a  large  part  of  the  year.    Because  the  index  of  prices  paid,  interest  and  taxes 
will  be  moderately  higher,  support  prices  in  1948  are, likely  to  equal  or  exceed  the 
actual  prices  received  in  1947,  which  averaged  about  5  percent  above^  support  levels « 

Consimiption  of  eggs  per  capita  in  1948  probably  will  equal  the  380  eggs 
consumed  in  1947  since  moat,  prices  and  the^  incomes  'of  consumers  are  expected  to 
continue  near  present  leyelse    It  may  not.  utilize  the  entire  production,  which  is 
expected  to  be  nearly  as.  large  as  1947  during  the  ^flush  season  but  a  little  smaller 
later.    But  with  ,3  larger  movem.ent  into  storage  next  spring  than  in  1947,  purchases 
of  eggs  for  price  support  'or' export  are  likely  to  be  substantially  less  than  the  9 
million  cases  (shell  egg  equivalent)  purchased  this  year, 

-   -•      Reflecting  the  lower' egg-feed  price  ratio,  fewer  chickens  may  be^  raised  in 

1948  than. in  1947,    Total  production  of  chicken  meat  will  probably  be  somewhat 
smaller  than  this  year,,     Turkey  production  is  likely  to  change  little  from  1947. 

Prices  of  both  turkeys  and  chickens  will  tend  to  remain  strong  be,cause  of 
shorter,  meat  supplies  and-  high  consumer  incomes,, 
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FATS,  OILS,  AND  OILSEEDS 

Prices  of  soybeans  in  the  1947-48  crop  year  are  expected  to  remain  sub- 
stantially above  the  support  level.     The  support  price  is  $2,04  per  bushel  to 
farmers  (Nc  1  or  No»  2  green  or  yellow  varieties j  14  percent  moisture  or  less, 
delivered  at  countiy  shipping  points),  the  same  as  for  the  1944,  1945  and  1946 
crops.    Prices  have  been  well  above  support  since  October  1946,  when  price  ceilings 
were  ended.     The  1946  crop  sold  for  an  average  price  of  $2t,64  per  bushel,  the 
highest  in  27  years.    Prices  to  farmers  in  mid-September  1947  averaged  $3.05  per 
bushel. 

Prices  of  1947  crop  flaxseed  are  being  supported  at  $6.00  per  bushel, 
Minneapolis  basis.     This  is  equivalent  to  an  average  season  price  to  farmers  of 
$5.75  to  $5c80  per  bushel.    Prices  actually  received  may  average  slightly  higher. 
The  average  price  to  farmers  for  the  1945  crop  was  $4.04  per  bushel.    The  previous 
peak  was  $4.41,  received  in  1919-20. 

Prices  to  farmers  for  peanuts  produced  in  1947  probably  will  average  about 
$200  per  ton,  the  support  level,  and  will  be  the  highest  in  28  years.  Commercial 
use  of  peanuts  as  peanut  butter,  salted  peanuts,  and  peanut  candy  in  the  United 
States  in  1947-48  may  take  less  than  half  the  crop  compared  with  65  percent  before 
the  war,  when  production  was  smaller.    Another  20  percent  of  the  1947  crop  probably 
will  be  saved  for  seed,  fed  to  livestock,  used  for  food  on  farms  where  grown,  or 
sold  locally.    Export  allocations  of  200  million  pounds  of  shelled  peanuts  for 
crushing  abroad  for  the  fourth  quarter  of  1947  indicate  that  a  large  part  of  the 
rest  is  likely  to  be  exported.    There  is  a  strong  European  demand  for  oilseeds  for- 
crushing 0     If  exports  prove  to  be  large,  the  quantity  of  peanuts  crushed  in  the 
U.  S.  in  1947-48  probably  will  be  smaller  than  in  1946-47. 

Prices  received  by  farmers  for  cottonseed  are  likely  to  stay  well  above  the 
Y(?orld-War  II  average  of  approximately  $50  per  ton.    They  averaged  about  $75  per  ton 
in  August  and  September  1947,  the  first  two  months  for  marketing  the  1947  crop. 
The  average  price  in  the  1946  season  was  $72  per  ton.    This  level  previously  had 
been  approached  only  in  1918  and  1919,  when  prices  were  a  little  over  $65 c 

Present  legislation  requires  that  price  supports  for  soybeans  and  flaxseed 
be  continued  until  January  1,  1949  at  a  minimum  of  90  percent  of  the  comparable 
price  of  soybeans  and  90  percent  of  the  parity  price  of  flaxseed  at  the  beginning 
of  the  marketing  year.    Quota  peanuts  produced  in  1948  by  farmers  who  comply  with 
acreage  allotments  will  be  supported  at  90  percent  of  parity  at  the  beginning  of 
the  peanut  marketing  year,  provided  growers  adopt  marketing  quotas  in  a  referendum 
to  be  held  December  9,  1947,    If  marketing  quotas  are  not  voted,  price  support 
will  be  extended  to  all  peanuts  sold,  but  the  required  support  level  will  be  90 
percent  of  the  comparable  price  of  peanuts  for  oil. 

Ninety  percent  of  parity  in  mid-September  1947.  was  $3.61  per  bushel  for 
flaxseed  and  $205  per  ton  for  peanuts;  90  percent  of  the  comparable  price  at  that 
time  was  $2.05  per  bushel  for  soybeans  and  $100  per  ton  for  peanuts  for  oil. 

Production  of  oils  and  fats  from  domestic  materials  in  the  year  beginning 
October  1947  may  be  slightly  largei-  than  a  year  earlier.    Output  of  vegetable  oils 
probably  will  be  I'-.rger,  reflecting  the  sharply  increased  production  of  cottonssed 
and  flaxseed  in  1947.    But  output  •of  animal  fats  is  likely  to  decline  moderately, 
partly  as  a  result  of  the  substantial  redaction  in  the  1947  com  crop. 

Export  supplies  of  oils  and  fats  in  world  surplus-producing  areas  are  likely 
to  continue  to  increase  in  1947-48,  although  probably  not  as  rapidly  as  in  1946-47. 
In  that  period,  exports  of  Philippine  copra,  Antarctic  whale  oil,  Chinese  tung  oil, 
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and  Argentine  linseed  oil  rose  very  .fast.    In  1947-48^  further  increases  probably 
vJill  come  mainly  from  the  Netherlands  Indies, 

European  import  demand  for  fats,  oils  ■and  oilseeds  is  continuing  •  strong 
despite  prospects  of  a  scarcity  of  dollar  exchange.    Poor  crops  in  Europe  this 
year  have  increased  European  import  needs  for  foods.    Among  the  various  foods, 
fats  and  oils  are  a  fairly  inexpensive  source  of  calories.    Demand  for  oils  and 
fats  in  the  United  States  also  remains  strong  since  consumer  income  and  industrial 
activity  are  at  record  peacetime  levels.    Prices  of  oils  and  fats  in  the  United 
States  -will  remain  high  as  long  as  these  conditions  continue. 

CORN  AND  OTHER  FEED 

Prices  of  feed  grains  will  average  considerably  higher  this  fall  and  winter 
than  at  the  same  time  last  year*    In  raid-.-September j  prices  were  40  percent  higher 
than  in  the  same  month  of  1946.    For  corn  and  grain  sorghums,  the  seasonal  decline 
this  fall  and  winter  probably  will  be  less  than  in  1946c    Prices  of  grain  byproduct 
feeds  also  are  expected  to  be  considerably  higher  and  prices  of  high  protein  feeds 
moderately  higher  this  winter  than  last.    Feed  grain  prices  are  expected  to  remain 
substantially  above  the  Government  support  levels  during  1947-48. 

Livestock  feed  requirements  will  be  moderately  less  in  1947-48  than  in 
1946-47  because  numbers  of  livestock  will  be  a  little  smaller.    Demand  for  feed 
grains  for  food  and  industrial  purposes  probably  will  be  nearly  as  strongs 
Although  foreign  needs  for  United  States  grain  will  be  at  least  as  large  in  1947-48 
as  during  the  past  year,  considerably  less  feed  grain  will  be  exported  because 
supplies  are  much  smaller.    The  biggest  reduction  will  be  in  corn  exports,  which 
were  very  large  in  1946-47 e 

The  total  supply  of  feed  concentrates  for  1947-48  was  estimated  in  September 
to  be  141  million  tons.    This  is  the  smallest  since  1940  and  about  13  percent 
below  the  large  supply  last  year.    Largely  because  of  the  sharp  drop  for  corn, 
production  of  all  feed  grains  in  1947  is  nearly  one-fourth  less  than  last  year's 
record.    But  more  old  crop  corn  was  carried  over  this  year  than  last,  and  more 
wheat  will  be  fed  from  the  record  1947  crop. 

-  Since  fewer  livestock  will  be  on  farms  than  in  recent  yeais,  the  supply  of 
feed  concentrates  for  1947-48  per  animal  unit  is  only  a  little  below  the  average 
of  the  past  5  years,  and  about  the  same  as  for  1937-41,    Farmers  will  be  able  to 
feed  their  livestock  about  as  well  as  in  the  war  period,  although  not  as  heavy  as 
in  the  past  Z  years »    But  if  they  hold  to  war-time  feeding  rates,  carry-over 
stocks  of  feed  grains  next  summer  and  fall  will  be  very  small. 

Farm  sales  of  corn  and  oats  may  be  around  one-third  less  in  1947-48  than  the 
large  quantities  sold  in  1946-47,    This  will  mean  less  grain  available  for  livestock 
producers  in  feed  deficit  areas  and  for  industrial  and  food  uses,  even  if  exports 
are  sharply  reduced.    Livestock  producers  in  the  North  Atlantic  region  particularly 
will  find  feed-grain  supplies  more  difficult  to  obtain  than  in  1946-47. 

In  the  1946-47  marketing  year  for  the  various  crops j  about  130  million 
bushels  of  corn,  25  million  bushels  of  oats,  18  million  bushels  of  barley,  and  25 
million  bushels  of  grain  sorghums  were  exported  including  grain  products  at  grain 
equivalent  weight — a  total  of  about  5  million  tons.    Exports  may  be  only  about 
one-fifth  as  large  in  1947-48  and  will  be  mainly  oats  and  barley. 
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Total  supplies  of  "byproduct  feeds  for  19i^-7-)48  may  "be  nearly  as  large  as  the 
near-record  supply  of  19.5  million  tons  in  19^7-^8.    Supplies  of  oilseed  cake  and 
meal  are  expected  to  te  5  to  10  percent  larger  than  in  19^6-U7,  "but  some  reduction 
is  in  prospect  for  supplies  of  grain  "byproduct  feed. 

The  total  19^i-7-'i-8  hay  supply  is  a  little  smaller  than  in  recent  years  "but 
su'bstantially  a"bove  the  immediate  prewa.r  period.    Since  fewer  hay-consuming  live- 
stock are  on  farms  now^  the  supply  per  animal  unit  is  the  largest  on  record.  Hay 
prices  this  fall  and  winter  may  average  a"bout  as  high  as  in  the  same  period  of 

WHEAT 

Export  demand  for  United  States  wheat  is  likely  to  continue  very  large 
through  19^8-J+9.    Unless  19^1-8  yields  are  again  unusually  "big,  prices  are  expected 
to  remain  a"bove  loan  levels. 

Because  of  current  high  prices^  growers  will  seed  fully  as  many  acres  in  . 
wheat  for  the  19^8  crop  as  for  the  19^7  crop  and  the  acreage  goal  of  75  million 
acres  announced  on  July  31  "will  "be  reached.    The  goal  provides  that  acreages  should 
he  consistent  with  good  farming  practices  and  is  suhject  to  review  "by  State  workers. 
It  is  a"bout  the  same  as  the  acreage  seeded  for  19^7  other  than  volunteer  acreage. 

If  19^8  yields  should  equal  the  1937-^+6  average  of  Ik. 3  "bushels  per  seeded 
acre^  75  million  acres  would  produce  1,070  million  "bushels.    Assuming  a'bout.SQO 
million  "bushels  are  used  domestically,  a"bout  270  million  "bushels  would  "be  availa"ble 
for  export  or  addition  to  carry-over,    A  crop  of  this  size  would  not  provide  enough 
wheat  for  export  to  meet  all  expected  demands. 

The  picture  changes  if  it  is  assumed  that  yields  will  he  l6.3  "bushels  per  i 

acre,  the  average  for  19^2-14-6  when  the  weather  was  Uiiusually  favorahle.    On  75  I 

million  acres  this  yield  would  give  a  crop  of  1,220  million  hushels.     From  such  a  I 

crop,  more  wheat  might  "be  fed  and  domestic  uses  might  total  a"bout  85O  million  1 
"bushels.    Ahout  370  million  hushels  would  "be  left  for  export  and  increase  in  carry -1 

over.    This  would  prohahly  he  enough  to  meet  export  demands  and  provide  for  some  I 

increase  in  U.  S.  stocks  if  conditions  ahroad  imporve  sufficiently,  M 

If  a  crop  of  only  ahoiit  1,070  ^lillion  hushels  is  produced,  it  is  likely  that* 
prices  in  19^,8-^9  will  continue  .  ahove  support  levels.     If  the  crop  is  larger, 
prices  would  decline  to  or  below  support  levels  only  if  export  demand  is  very 
unfavorable .    Before  prices  rose  ahoye  support  levels  after  the  war,  they  usually 
fell  helow  the  loan  following  harvest^  hut  advanced  ahove  it  later  in  the  season. 

Wheat  production  this  year  was  estimated  on  October  1  at  1,^^-07  million  't, 
hushels,  the  largest  crop  in  our  history.  The  total  supply,  including  carry-over,  'J 
is  1,500  million  bushels.  Of  this,  about  6OO  million  bushels  will  be  used  M 
domestically  for  food  and  for  seed  In  the  19^7-^1-8  marketing  year.  About  9OO  «| 
millions  would  thus  be  left  for  feeding  to  livestock,  for  exports,  and  for  carry-  M 
over  on  July  1,  19^+8 .    .  Jl 

Because  this  year's  corn  crop  is  small,  farmers  will  feed  more  wheat  than  ■ 
last  year.    But  feeding  is  being  discouraged  in  the  present  graip.  conservation  m 
program.    Carry-over  next  year  might  drop  close  to  the  83  millions  hold  in  July 
if  crop  prospects  next  spring  are  unusually  favorable.     In  that  case,  from  iiOO  to  jfl 
500  million  bushels  or  more  would  be  available  for  export,  depending  on  the  amount 
fed  to  livestock. 
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RYE 

As  a  result  of  very  high  rye  prices  in  the  past  two  years,    the    2.3  mil- 
lion acre  rye  goal  for  1948  may  be  reached.    This  would  he  18  percent  above  the 
acres  harvested  in  1947,  but  only  62  percent  of  the  1937-41  avera'^e.     Until  this 
year,  the  trend  in  rye  acrea^^e  has  been  downvmrd  for  a  number  of  years,  lar,n*ely 
bccai^^.e  of  connetition  from,  othor  crons  for  pvailable  land, 

Assimin^  an  averan;e  yield  of  12  bushels  ner  acre,  2,3  million  acres  would 
produce  about  27-1/2  million  bushels.     From,  a  cron  of  this  size,  food,  feed,  and 
alcohol-SDirit  use  misht  be  sli?!;htly  above  that  in  1947-48  and  seed  about  the 
same.     <^nlj  g  little  rye  might  be  exported.     If  yields  are  again  above  average  in 
1948,  more  rye  ivould  be  available  for  all  uses.     Prices  mie;ht  be  moderately  lower 
than  in  1947-48. 

In  the  1946-47  year  ,inst  ended,  rye  disappearance  v/ss  the  smallest  in  21 
years  becaiise  sunplies  were  very  limited.     Prices  vrere  well- above  the  orevious 
record  in  1917-18. 


FRUITS 

Demand  and  orices  for  fruit  in  1948  probably  will  be  about  the  same  as  in 
1947.     Prices  this  year  are  general Ia''  lower  than  their  neak  during  or  just  after 
■the  war.     They  range  from  apnroximately  nre-war  nrices  for  citrus  to  twice  pre-war 
prices  for  deciduous. 

Prices  received  by  ^roV'rers  for  som.e  fruits  declined  considerably'-  in  1947 
because  production  has  been  increasin<r,  other  foods  have  becom.e  m.ore  plentiful,  and 
a  reduction  in  commercial  exnorts  has  been  expected.  '  In  addition,  prices  of  some, 
fruits  went  down  because  of  weaker  demand  for  nrocessinp:.     The  total  pack  of 
canned  and  frozen  fruits  and  berries  is  expected  to  be  m.oderately  smaller  this  year 
than  in  1946.     Less  grapes  will  be  used  for  wine  this  year  because  large  stocks 
of  wine  are  still  on  hand  from  the  record  crush  of  1946.     The  nack  of  dried  fruits 
in  1947  probably  will  be  considerp.bly  lar^rer  than  in  1946  because  more  grapes  will 
go  into  raisins  Instead  of  wine. 

Commercial  export  demand  is  exrrscted  to  be  moderately  weaker  for  fruit  crons 
of  both  1947  and  1948  than  it  was  for  the  1946  croo,  largely  because  less  dollar 
exchange  is  available  in  the  United  Kingdom  and  other  Eurooean  countries.  Com- 
mercial exports  of  dried  fruits  nrobably  will  be  smaller  than  those  from  the  1946 
crop  bu'c  the  decline  ra^.j  be  offset  somewhat  by  special  exnort  programs.  Exports 
of  fresh  fruits  to  Europe  probably  v/ill  be  less  than  the  comparatively  small  ex- 
ports in  1946-47,  and  those  to  Western  hemisphere  countries  also  may  decline  a 
little. 

Prices  received  by  grovrers  for  apples  and  pears  this  fall  and  winter  are 
expected  to  rise  seasonally  as  sales  are  m.ade  from,  cold-s"- oran-e ,     For  the  season  as 
a  whole  they  probebly  wall  average  somewhat  low^er  than  in  the  1^6-47  season.  Prices 
of  ^  grapes  have  been  lower  this  fall  than  in  recent  years  lar<Tely  because  less  is 
bein-^  taken  for  crushing  for  wine  and  the  outlook  is  for  lower  raisin  nrices. 

Prices  for  oranges  and  grapefruit  in  1947-48  may  be  only  slightly  higher  than 
in  1946-47.     Becau.se  of  large  stocks  of  canned  citrus  juices  at  the  ben:inning  of 
the  1946-47  season,  record  production  of  oranp;es  and  near-record  nroduction  of 
grapefruit,  and  larger  supplies  of  other  fruits  and  foods,  orices  for  citrus  dropped 
sharply  during  the  season  to  near  1935-39  levels.     Despite  the  recent  storm  damage 
to  the  Florida  citrus  crop,  total  supplies  of  citrus  are  expected  to  be  plentiful 
in  the  1.947-4S  season. 


SEPTEMBEE  19hj 
For  Fi-esh  fferket 


~  22  - 
COMMERCIAL  raUCK  CROPS 


Demand  for  fresh  veget^tles  is  expected  to  continue  strong  in  19^8.  Conmer- 
cial  growers  may  respond  to  the  high  prices  received  in  19^7  hy  planting  larger 
acreages  in  19^8.    With  equal  yields  per  acre,  this  would  mean,  of  course,  larger 
production  in  19^8  and  consequently  lower  prices.    This  seems  particularly  likely 
for  onions  and  ca"b"bage. 

Prices  received  "by  farmers  for  commercial  truck  crops  pro"ba"bly  will  continue 
higher  this  fall  than  a  year  earlier.    Aggregate  production  for  the  fall  marketing 
season  is  expected  to  "be  ahout  one -fifth  smaller  than  in  the  fall  of  19^6  "but 
demand  is  as  strong.     Of  the  four  main  fall  crops --ca'bbage,  lettuce,  carrots,  and 
celery~-only  lettuce  will  he  relatively  plentiful  compared  with  last  year  and  with 
the  1936-^4-5  average. 

For  Processing 

Demand  for  truck  crops  for  processing  in  19^8  may  "be  a"bout  as  strong  as  in 
19^7.    Continued  high  prices  for  fresh  vegeta"bles  and  many  other  foods  are  ex- 
pected to  contribute  to  the  demand  for  canned  vegetables  in  19^8.    In  addition, 
processoi;s  are  expected  to  "be  in  a  "better  stock  position  next  spring  them  they  wp>^'= 
in  the  spring  of  19^1-7  when  some  stocks  were  too  high  and  -some  "too  lows    The  1948  ■ 

commer-cial  pack  will  go  into  retail  consumption  largely  in  1949,-  th*:^  outlook  for 

"Which  is  still  uncertain* 

Bapid  progress  has  been  made  in  recent  months  in  adjusting  packer  and  distri 
butor  stocks  of  some  canned  and  frozen  vegetables.    For  example,  stocks  of  canned 
peas  declined  about  65  percent  from  January  1  to  July  1  this  year,  but  the  average 
decline  for  this  period  in  the  5  pack  years  of  1937-^11  was  less  than  '^k  percent. 
Stocks  of  frozen  peas  on  August  1  this  year'  were  ^3  million  pounds  more  than  a  year 
earlier,  but  on  September  1  were  only  20  million  pounds  above  September  1,  19^1-6. 

POTATOES 

Demand  for  potatoes  in  19hd  probably  will  be  about  as  strong  as  in  19^7. 
Prices  early  in  the  year  are  likely  to  be  higher  than  last  winter,  and  to  exceed 
support  prices. 

The  19^7  potato  crop  was  estimated  on  September  1  to  be  368  million  bushels, 
nearly  one -fourth  smaller  than  the  record  19^6  crop  but  only.  2  percent  smaller  than 
the  average  for  1936-^+5.    The  crop  in  the  29  late  States,  which  •  provide- the  storage 
stocks  for  use  in  "the  fall  and  winter,  is  estimated  at  near 3.y  277  million  bushels. 
This  too  is  about  one - fourth , smaller  than  19^6,  but, is  only  6  percent  below  average 
If  marketings  are  well  distributed  over  the  months  aiiead  there  probably  will  be 
neither  serious  shortages  nor  surpluses.     If  consumer  incomes  remain  high,  prices 
received  by  growers  this  fall  and  winter  are  expected  to  rise  more  than  they  usuall. 
do,  and  to  reach  levels  considerably  higher  than  a  year  earlier, 

A  national  potato  goal  of  2,352,iiOO  acres  in  19hQ  has  been  announced  by  the 
Department  of  Agriculture.    This  is  about         percent  larger  than  the  acreage 
planted  in  19^7-    With  average  yields,  it  would  produce  a  crop  oT  about"^7"5  Wllio" 
bushels,  enough  for  prospective  needs. 

Prices  received  by  growers  must  be  supported  in  19^8  at  not  less  than  90  P® 
cent  of  parity,  according  to  present  legislation.  To  be  eligible  for  price  suppor 
growers  must  plant  no  more  than  their  goal  acreage. 
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SWEETPOTATOES  : 

Prices  received  "by  farmers  for  the  19^7  crop  of  sweetpotatoes ,  now  estimated 
at  59  million  bushels ,  protably  will  average  slightly  higher  than  prices  for  the 
19^+^6  crop  of  67  million  "bushels .    Demand  during  the  marketing  season  of  the  19^7 
crop  is  expected  to  "be  at  least  as  strong  as  a  year  earlier. 

Prices  will  "be  supported  if  necessary.    In  contrast  to  programs  in  former 
years  when  commodity  loans  were  the  principal  method  of  support,  the  program  an- 
nounced for  the  19^7  crop  provides  only  for  purchases  and  for  diversions  to  other 
than  normal  channels.    Support  prices  this  year  are  30  cents  per  "bushel  higher  than 
last  year.    In  areas  where  a  weevil-control  quarantine  on  shipments  is  imposed, 
price  support  will  cease  I5  days  prior  to  the  date  the  quarantine  is  to  "become 
effective.    Otherwise,  this  year's  program  will  extend  to  April  30?  19^8. 

In  September  the  Government  made  substantial  purchases  of  temporary  surpluses 
at  support  prices  in  the  Eastern  Shore  of  Virginia  and  Maryland;,  where  the  usual 
market  outlets  and  limited  storage  facilities  were  unable  to  handle  the  heavy 
volume  harvested. 

Consumer  demand  for  sweetpotatoes  in  19^8-49  probably  will  be  strong  enough 
to  take  60  million  bushels  at  prices  near  those  of  recent  years ,    The  acreage 
that  will  be  planted,  however,  will  be  influenced  not  only  by  prospects  for  sweet- 
potato  prices  but  also  by  possible  returns  from  alternative  crops,  the  high  labor 
requirements  for  producing  and  harvesting  sweetpotatoes,  and  problems  of  weevil 
control . 

DEY  EDIBLE  BEMS  AND  VEPS 

Domestic  and  foreign  demand  for  dry  edible  beans  and  dry  field  peas  is  ex- 
pected to  continue  strong  throughout  I9U8,    Prices  for  the  19^7  crop  probably  will 
be  higher  than  a  year  earlier,  and  far  above  prewar. 

Farmers  probably  will  receive  prices  generally  above  support  for  their  19^7 
crop  of  dry  edible  beans.    Support  prices,  announced  September  k,  range  from  $7-25 
to  $9.^5  per  100  pounds  by  specified  classes,  reflecting  90  percent  of  the  parity 
price  as  of  /^ugust  I5,  19'+7.    They  are  higher  than  19ii6  support  prices  because  the 
parity  index  has  risen.    Because  of  high  prices  in  this  country  and  the  shortage 
of  dollar  exchange  in  other  countries,  commercial  exports  of  dry  beans  probably 
will  be  no  more  than  about  5  percent  of  supplies . 

Demand  for  dry  field  peas  for  foreign  relief  feeding  and  commercial  export 
is  expected  to  continue  strong.    Supplies  in  the  19^7  crop  year  are  likely  to  be 
about  10  percent  smaller  than  last  year,  but  much  larger  than  prewar.    About  2-1/2 
million  bags  will  be  available  for  shipment    abroad.    Support  prices  for  the  19^7 
crop  will  reflect  90  percent  of  the  July  1  "comparable"  price  of  $i+.8l  per  100 
pounds . 
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The  19kQ  goal  calls  for  380,000  acres  of  dry  editle  smooth  peas.    If  yields 
equal  the  V)h2-k6  average,  this  acreage  would  provide  enough  for  domestic  require 
merits  and  about  2.5  million  hags  for  export  and  foreign  relief  feeding.  In 
addition,  about  127,000  acres  of  wrinkled  peas,  used  primarily  for  seed,  may  be 
planted  in  1914-8.  ' 

COTTON 

Although  the  outlook  for  both  the  foreign  and  domestic  demand  is  rather, 
uncertain,  it  appears  that  because  of  small  carry-over , cotton  will  continue  in 
comparatively  short  supply  during  the  remainder  of  1914-7  and  in  I9I4-8.  Domestic 
mill  consumption  in  I'^k'^-kQ  may  be  1-l/h  million  bales  less  than  last  year's 
peacetime  record  of  10  million  bales.    Exports  also  will  be  less  because  supplies 
will  be  smaller  and  foreign  countries  probably  will  not  be  able  to  buy  as  much. 

Total  supplies  of  cotton  in  the  United  States  for  the  V^k'^-hQ  crop  year 
will  be  about  11  percent  less  than  last  year.    Since  the  carry-over  at  the  end 
of  the  year  is  expected  to  be  at  least  as  large  as  this  year;  total  disappearance 
probably  will  be  less  than  in  IShS-h'^ .    The  carry-over  of  2.5  million  bales  of 
cotton  on  August  1,  I9I1-7  ^as  much  smaller  than  the  7.3  million  bales  on  hand 
August  1,  19h6,  and  the  smallest  since  1929 • 

Domestic  mill  consumption  and  demand  for  textiles  are  generally  expected  to 
conform  closely  with  the  trend  of  industrial  production,  personal  income,  and 
the  demand  for  all  consumer  goods.    Supplies  of  textiles  generally  are  expected 
to  increase,  and  some  downward  price  adjustments,  both  at  wholesale  and  retail, 
may  occur. 

Domestic  mills  used  33^833  bales  per  working  day  in  August,  an  increase  of 
10  percent  over  the  exceptionally  low  rate  in  July.    The  August  rate  was  13  per- 
cent below  the  August  191+6  rate,  and  adjusted  seasonally  is  equal  to  an  annual 
rate  of  about  9-5  million  bales. 

WOOL 

The  outlook  is  for  continued  high  wool  prices  at  Boston  for  the  rest  of 
191+7  and  the  first  half  of  191+8  because  of  firmness  of  wool  prices  in  foreign 
markets.    At  the  opening  of  the  I9I+7-I+8  foreign  wool  auctions,  fine  wool  prices 
advanced  10  to  25  percent  above  levels  reached  in  June  and  medium  wool  prices 
in  most  markets  held  about  the  same  level  as  the  close  of  last  season.  Fine 
wool  prices  may  level  off  eventually',  but  no  decline  is  in  prospect  for  the  rest 
of  I9I+7.    Medium  wool  prices  are  expected  to  change  little  during  this  season, 
since  world  supplies  are  large  and  present  prices  are  not  far  above  the  upset 
prices  set  by  the  United  Kingdom-Dominions  Wool  Disposal,  Limited,  for  support 
of  new  clip  Dominion  wools. 
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Comraodity  Credit  Corporation  offering  prices  for  fine  vool  in  September  vere 
about  10  percent  belov  prices  for  ccraparable  foreign  wool  adjusted  for  tariff) 
transportation,  skirting,  sorting,  etc.    But  prices  for  medium  wool  \7ere  still 
above  comparable  foreign  mediuui  wool  prices  similarly  adjusted,    With  this  favorable 
price  relationship  and  the  present  strong  demand  for  fine  wools,  larger  sales  of 
Government- cvmed  fine  domestic  wools  can  be  expected  during  coming  months, 

Eecent  legislation  has  assured  that  prices  received  by  domestic  wool  growers 
in  19^!-8  will  average  at  least  h2  cents  a  pcund,  about  the  same  as  in  19^!-6  and  about 
1  cent  higher  then  in  19^7 » 

The  demand  for  \too1  textiles  in  this  country  in  ISkS  may  be  doxm  slightly 
from  19^7^  because  some  demand  this  year  \ms  carried  over  from  19^6.  However, 
continued  high  wooJ.  consismption  de^jends  on  bueSness  activity,  to  which  the  wool 
textile  industry  has  usually  been  very  sensitive  in  the  part.    If  demand-  stays  high, 
mill  consumption  of  apparel  vrcol  in  19hQ  may  be  825^925  million  pounds  (grease  basis 
On  a  scoured  basis,  this  wouJLd  be  a  reduction  of  about  10  to  20  percent  from  present 
estimates  for  19^-7*    Be.-sause  mills  are  likely  to  use  more  fine  domestic  wools,  total 
consuinption  of  domestic  wools  in  19^8  nay  be  larger  than  the  350-400  million  poujids 
now  estimated  for  19^7. 

Supplies  of  apparel  \7ool  in  1948,  although  plentiful,  will  be  considerably 
i  smaller  than  in  19^7  because  of  lo^rer  stocks  ap.d  imports.    Stocks  have  already  been 
■reduced  this  year  and  may  be  100-200  million  pounds  less  on  January  1,  1948  than  a 

year  earliero    Imports  o.f  apparel  v^ooi  during  1948  may  be  moderately  less  than  in 
1947  and  only  about  ha.l.f  as  large  as  the  record  of  1946o    Indications  are  that 
domestic  -woox  production  in  1948  may  be  slightly  less  than  in  1947 <, 

V'orld  production  of  fine  vool  :  has  declined  sharply  since  19^3*  but  produc- :  ■ 
tion  of  medium  w-ool  is  J.arger  than  in  any  prewar  year  and  only  moderately  below  the 
^•Tartiiiie  peak.    VJorld  vrool  consumption  mey  exceed  vrorld  riroduction  by  about  5^0  mil- 
lion pounds  in  1947-43,  the  sacio  difference  as  currently  estimated  for  1946-47. 
If  t;orld  consumption  continues  fairly  high  for  4  or  5  years  more,  world  surplus 
wool  stocks  vrill  be  so  reduced  in  size  and  selection  that  the  effect  of  these  stocks 
on  vrorld  v;ool  markets  will  be  greatly  lessened,    'Ihe  high  level  of  world  wool  con- 
sumption has  already  resulted  in  depletion  of . surplus  stocks  of  choice  fine  woolso 
Prices  of  some  of  them  have  risen  60  percent  in  the  past  season,  , 

TOBACCO 

ITlue- cured  tobacco,  now  being  marketed,  is  meeting  weaker  demand  than  last 
year  primarily  because  exports  are  expected  to  fail  below  the  1946  record.  Before 
the  Trar,  exports  of  flue-cured  were  half  of  production  and  in  1946-47  they  trere' 
nearly  40  percent  of  a  record  crop.    The  United  ICingdom  has  reduced  its  imports 
in  order  to  conserve  dollar  exchange  and  other  importing  countries,  also  short  of 
dollars,  will  take  lees.    Domestic  use,  however^,  is  expected  to  continue  at  peak 
levels.    Cigarette  manufacture,  the  largest  outlet.,  will  set  a  record  this  calendar 
year  and  may  be  as  large  or  larger  in  1948. 
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.    Production  of  flue-cured  this  year  is  second  only  to  last  year's  record. 
Because  stocks  are  larger,  total  supply  for  1947-48  is  2,605  mil„  lbs.  compared  v;ith 
2,499  million  pounds  last  year.    In  view  of  prospects  for  demand,  stocks  will  in- 
crease further  next  year,  and  unless  production  is  cut  substantially,  supplies 
will  be  excessitre  in  1948-49.    Pried  support  by  Government  loans  has  been  much  • 
more  extensive  this  season  than  last.    The  support  price  at  90  percent  of  parity 
is  40,0  cents  per  pound,  25  percent  above  last  year's  support  level  of  32.1  cents. 
For  auction  sales  of  765  million  poimds  through  October  3,  the  average  price  was 
40.9  cents  compared  with  49,0  cents  for  a  corresponding  volume  last  year.  The 
average  in  Georgia-Florida  (Type  14)  where  acution  sales  are  completed,  ivas  12  per 
cent  lower  than  last  year;  South  Carolina  and  Border  North  Carolina,  type  13, 
18  percent  lower;  Eastern  Belt  North  Carolina,  type  12,  20  percent  lower;  Middle 
Belt,  type  116,  12  percent  Icfwer.    When  Old  Belt  (Type  11a)  auctions  opened 
September  23,  average  prices  of  the  first  few  days  were  lower  than  a  year  ago. 

Burley  production  this  year  is  17  percent  smaller  than  last  year.  Carry- 
over on  October  1  v/ill  be  above  last  year  and  total  supply  for  1947-48  will  be 
about  the  same  or  slightly  higher  than  a  year  earlier.    Total  disappearance  of 
burley  was  a  record  in  1946-47,  because  cigarette  production  was  high  and  exports 
were  larger  than  usual.    In  1947-48,  consumption  for  cigarettes  is  expected  to 
continue  high  but  exports  may  be  reduced  by  dollar  shortages.    Other  outlets  for 
burley,  smoking  and  chewing  tobacco,  are  not  likely  to  change  much.    Burley  prices 
during  the  1947  marketing  season  will  be  higher  because  the  support  price  was 
raised  by  the  increased  parity  index.    Ninety  percent  of  September  parity  for 
burley  is  40,3  cents  per  pound  compared  with  33 .6  cents  a  year  ago.    The  season 
average  price  received  for  the  1946  crop  was  39.7  cents  per  pound* 

Maryland  tobacco  production  is  substantially  lower  than  the  record  crop  of 
1946,    The  average  price  received  for  the  1946  crop,  auctions  of  which  closed 
September  1^  v^ras  44,7  cents  per  pound.    It  was  57,0  cents  for  the  short  crop  of 
the  previous  seasonc    Prices  declined  seriously  in  the  last  three  weeks  of  the 
auctions o    Exports  thus  far  this  year  are  running  below  the  same  period  a  year 
ago.    Total  supply  on  January  1,  1948  may  exceed  that  of  January  1,  1947.  High 
cigarette  production,  expected  to  continue  in  1948,  will  be  a  favorable  price 
factor  when  the  1947  crop  is  marketed  late  next  spring  and  summer.    But  export 
demand  m,ay  be  unfavorable. 

Supplies  of  both  the  fire-cured  and  dark  air-cured  types  of  tobacco  are 
larger  than  a  year  ago.    The  support-price  for  fire-cured  and  dark  air-cured, 
determined  at  75  and  66-2/S  percent  of  the  Burley  Loan  rate  respectively,  will  be 
higher  than  last  year  because  of  the  increase  in  parity  prices.    The  higher  sup- 
port prices  for  these  types  will  mean  higher  farm  prices  than  for  last  seasono 
Price  support  loans  were  made  on  a  substantial  portion  of  both  fire-cured  and 
dark  air-cured  during  the  1946-47  marketing  year.    Domestic  use  of  the  dark  types 
in  smoking  and  chewing  is  lower  than  in  pre-war  although  snuff  use  may  be  slightl 
more.    Exports  in  the  recent  year  were  far  below  pre-war  and  prospects  for  the 
year  ahead  are  uncertain.    Unless  production  in  1948  is  lovrer,  burdensome  stocks 
of  these  types  will  accumulate., 
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Cigar  filler-  (types  41-44)  supplies  for  1947-48  are  estimated  to  be 
slightly  lower  than  a  year  ago.     Stocks  of  Puerto  Rican  in  the'  United  States  on 
July  1  were  larger  but  total  Island  and  United  States  stocks  were  smaller  than 
for  the  past  2  years.    Domestic  cigar  filler  prices  may  fall  below  last  season. 

Cigar  binder  supplies  for  1947-48  are  larger  than  a  year  ago.    A  sharp  cut 
in  the  production  of  type  54  Southern  Vfisconsin  occurred  this  year  because  of 
the  sharp  decline  in  price  last  year.    Prices  for  the  Connecticut  binder  (types 
51  and  52)  are  expected  to  be  lower  this  season.     In  1946,  the  crop  was  mostly 
bought  in  the  field  before  harvesting.    Cigar  production  is  belov;  last  year  and 
in  1948  will  probably  be  about  the  same  as  this  year. 

The  prospects  for  tobacco  products  are  mixed.    Output  of  cigarettes,  the 
predominant  form  of  tobacco  consumption,  is  expected  to  stay  close  to  the  1947 
record,  estimated  to  be  365  billion.    Domestic  consumption  v/ill  range  between 
335  and  340  billion  while  most  of  the  remainder  v/ill  go  abroad.     Cigar  con- 
sumption has  fallen  below  1946  during  the  first  8  months  of  this  year  and  for 
the  calendar  year  probably  will  total  around  5,650  million  compared  with  approx- 
imately 5,900  million  in  1946.    Consumption  in  1948  is  not  expected  to  be 
greatly  different  from  the  1947  level.     Smoking  tobacco  production  and  con- 
sumption in  1947  are  now  estimated  at  close  to  1946  v;hen  106  million  pounds  were 
produced.    Production  is  expected  to  continue  at  about  the  same  rate  in  the 
months  ahead,  but  this  is  sharply  below  prewar.    Chewing  tobacco  production  will 
probably  range  between  90  and  95  million  pounds  this  year,  a  drop  of  around  15 
percent  from  1946.    Although  in  several  war  years,  chewing  tobacco  consumption 
exceeded  the  level  of  the  thirties,  there  has  been  a  dov/ntrend  since  1919  and  it 
is  unlikely  that  the  1948  level  will  exceed  1947.     Snuff  consumption  is  expected 
to  toibal  40  million  pounds  this  year,  about  equal  to  or  slightly  exceeding  that 
of  1946.    Consumption  next  year  will  be  about  the  same. 

SUGAR 

Price  support  guarantees  for  domestic  sugar  producers  and  higher  prices  for 
Cuban  sugar  have  been  accompanied  by  an  improvement  in  the  supply  situation  both 
in  offshore  and  continental  producing  areas.     Supplies  available  for  United 
States  consumption  are  substantially  greater  this  year  than  the  low  levels  of 
1946  and  probably  will  continue  better  in  1948,    Available  sugar  will  provide 
about  95  pounds  refined  per  person  for  1947,  compared  with  about  75  pounds  con- 
sunied  last  year  and  96  pounds  in  19$5-39. 

If  consumer  income  and  general  business  activity  continue  near  the  record 
peacetime  levels  of  1947,  the  demand  for  sugar  next  year,  even  at  present 
ceiling  prices,  may  exceed  consumption  in  1947  when  sugar  was  rationed  for  more 
than  half  of  the  year.     Sugar  production  in  1947-48  in  areas  normally  supplying 
the  United  States  probably  vail  be  as  large  as  this  year.     Supplies  available  to 
the  United  States  could  be  even  larger  if  foreign  purchasing  power  is  further 
restricted  and  some  countries  reduce  their  takings  from  Cuba.     Under  terms  of 
the  Sugar  Act  of  1948,  however,  marketings  of  sugar  for  United  States  consump- 
tion will  be  regulated  by  the  Secretary  of  Agriculture  if  quotas  are  established 
under  that  Act. 
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